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I.    Background and justification of the study
1.1. Background
Dairying as a component of livestock production is an important economic activity in sub-
Saharan Africa. For instance, the share of the value of the locally produced milk in the value of
all locally produced livestock food products in sub-Saharan Africa has averaged well over 50
percent since the beginning of the 1970s (Mbogoh, 1984). However, sub-Saharan Africa as a
region has not performed satisfactorily in terms of achieving self-sufficiency in dairy products
over the last two or so decades. As a result, the level of dairy imports into the region, either on
commercial terms or as food aid, has continued to increase relatively fast since the 1960s
(Mbogoh, 1984; Von Massow, 1984). Given this situation, there is a dire need to intensify
efforts and improve dairy production in sub-Saharan Africa.
Any effort to improve dairy production should also be accompanied by improvements in the
marketing system in order to ensure that:
i. there are sufficient outlets to cater for increased output of dairy products;
ii. the marketing system provides the right incentives to the producers so that they are able
to provide the goods and services required by the consumers at prices they are willing
to pay.
The above account of events suggests that the marketing system should be efficient, in a
manner to be defined hereafter, in order to facilitate increased production.
1.2. Justification of the study
One may expect alternative organisational structures of different marketing systems to differ in
their efficacy in achieving different goals of marketing policies. Yet many dairy development
projects in sub-Saharan Africa in the past have been accompanied by the establishment of
government marketing organizations without any evaluation of whether these would be the
appropriate types of marketing systems under all sets of circumstances. Government dairy
marketing organisations have usually taken the form of large-scale enterprises, normally
charged with the responsibility over the collection, processing and distribution of milk and milk
products. In some countries, the government dairy marketing organisations are also expected
to have responsibility over the distribution of production inputs, especially animal feedstuffs.
The establishment of government marketing organizations to accompany various development
projects in sub-Saharan Africa in the past has usually been regarded as the best means of
ensuring that the interests of both the producers and the consumers will be safeguarded.
However, economic theory suggests that it is not necessary for governments to intervene in
the marketing systems as traders in order to achieve the objective of maximizing the welfare of
both the producers and the consumers. The theory basically suggests that governments
should provide an economic environment that enhances the operation of the marketing
systems. The basic premise is that the welfare of all the market participants will be ensured
automatically if the marketing systems are operating efficiently. This line of argument draws on
the classical laissez-faire policy which prescribes that the role of governments in marketing
should be to provide those services and the infrastructure that the private sector cannot
reasonably be expected to provide adequately and efficiently.
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Dairy marketing in many countries in sub-Saharan Africa is characterized by the existence of
both formal (i.e. official or government) and informal (i.e. private or non-government)
marketing systems. The informal marketing systems are sometimes referred to as traditional
or parallel marketing systems in contemporary literature in order to emphasize the fact that
these are the marketing systems in which governments do not substantially intervene, either
directly through trading or indirectly through regulation.
Informal marketing systems may be either individually or cooperatively owned, but their most
important feature is that they are non-government marketing organizations. Many countries in
sub-Saharan Africa have granted monopoly and/or monopsony power to government
marketing organizations for certain key commodities, e.g. in the case of dairy marketing in
major urban areas in Kenya and Ethiopia. However, such moves have not, in practice,
completely eliminated private domestic trade in such key commodities. In those cases where
both government and non-government marketing organizations exist in the same country, the
non-government marketing organisations may occupy different sections of the marketing chain
relative to the government marketing organisations. However, there are some cases where the
private marketing organisations sometimes operate in direct and often illegal competition with
the government marketing organisations in the same area, in the same section or level of the
marketing channel, and at the same time.
An important policy question that arises from the above discussion or observation is whether it
would be advisable to encourage the development of either only government marketing
organisations, or only private marketing organisations or a combination of both in a given
country if the objective is to achieve efficiency in marketing. The concept of efficiency in
marketing is discussed later in the report.
Earlier inferences about economic performance (as measured through the marketing efficiency
criterion) of informal or traditional marketing systems tended to suggest that such systems
perform relatively poorly and that the only way to improve their performance was through
increased government intervention. However, such inferences were largely based on casual
impressions of activities in traditional market places. Recent detailed studies of marketing
systems for live animals in sub-Saharan Africa give somewhat conflicting results (see, for
instance, Ariza-Nino et al, 1980; Herman, 1979; Staatz, 1979; Hillman and Mariam, 1975 and
Bekure et al, 1982). Whereas the studies in West Africa, Madagascar and Ethiopia suggest
that the performance of traditional livestock marketing systems is more satisfactory than that
of the systems in which governments actively intervene, either directly through trading or
indirectly through regulation, the study by Bekure et al. (1982) in Kenya suggests that there is
no uniform picture. That study also gives a less favourable impression of the efficiency of
traditional marketing systems.
Available literature on the performance of government dairy marketing organisations does not
give a precise and uniform picture either. Some of these organisations appear to have been
relatively successful, while others have had some serious difficulties in fulfilling the objectives
for which they were established, and this picture has varied between countries (Mbogoh,
1984). The review of available literature also does not give a precise arid uniform picture
about the performance of private (non-government) dairy marketing systems relative to the
ones owned by the governments (Mbogoh, 1984; Kakunze, 1983; Kaluba, 1983; Mbogoh and
Buteyo, 1981; ILCA, 1979). The current state of knowledge about the structure and
performance of alternative forms of dairy marketing systems in sub-Saharan Africa thus
clearly warrants further investigations, and it was against this background that the present
study was undertaken.
  
II. Research design and methodology
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II.    Research design and methodology
2.1. Conceptual framework
Marketing studies are primarily geared toward identifying areas for improvement in marketing
in order to foster economic development. A study of dairy marketing should be viewed against
this basic philosophy. The objective of the Ethiopian dairy marketing study was to evaluate the
relative efficiency of the alternative systems through which dairy products are marketed in
Addis Ababa and its immediate environs (i.e. the catchment area for fresh milk within a 130
km radius of the City of Addis Ababa) and draw relevant policy implications. In this study,
alternative marketing systems are defined in terms of the different marketing chains for a given
type of dairy product. Such marketing chains are normally described as marketing channels,
but the term "marketing chains" is preferred in this study as it is more appropriate in view of its
implication that there are linkages within what is ordinarily described as a marketing channel.
Marketing is a productive activity whose output may be defined in terms of either the
objectives set externally (e.g. by government) or the utilities (i.e. satisfaction) afforded to users
of the particular marketing system. Hence the output of a marketing system can be evaluated
in terms of the subjective satisfaction derived by external arbiters or users from the attainment
of their objectives or utilities. Since a marketing system also requires some inputs, such as
labour, transport and other types of facilities, a holistic concept of marketing efficiency ideally
relates to the optimisation of the output in relation to the inputs. In practice, such holistic
optimisation procedures in the evaluation of marketing efficiency are difficult to operationalize
and partial efficiency criteria are often substituted. One such partial efficiency criterion is least
cost in accomplishing a specified task, or the ability to offer services at the lowest price while
recovering costs. According to Abbott and Makeham (1979), a marketing system will be
judged to be efficient by this criterion if it operates at the lowest cost which is feasible with the
available techniques, skills and knowledge and such efficiency will be reflected in both the
consumer price and the quality of the goods and services provided. Other partial efficiency
criteria relate to particular aspects of goods and services, such as provision of particular
services that are desired by the consumers (e.g. home delivery services) and the attainment
of particular standards of product quality and purity or hygiene. Theoretically, it is possible to
construct an all-embracing index of efficiency, but such an index would be difficult to
operationalise.
Ideally, a dairy marketing study would require a close scrutiny of one or more of the following
aspects:
i. marketing options of all the different kinds of producers;
ii. marketing activities of all the different kinds of middlemen, including the dairy parastatal
organizations, such as the Dairy Development Enterprise (DDE) in the case of Addis
Ababa;
iii. purchasing patterns of all the different kinds of consumers, including households arid
institutions.
Given time and other resource constraints, it appeared plausible that the objective of this
study could be achieved by examining the dairy marketing systems in Addis Ababa and its
immediate environs from the retail end of the systems, and by giving an emphasis to the study
of milk purchases patterns of the consuming households in Addis Ababa. However, the study
also examined the purchases patterns for the other dairy products, especially butter. There is
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little doubt that a study of the consuming households can give answers to the major questions
raised in relation to the relative efficiency of alternative marketing systems for dairy products in
terms of (i) consumer price levels; (ii) the types, reliability, and stability or flexibility of the
services offered to the consumers; (iii) the responsiveness of alternative marketing systems to
the consumer demands; and (iv) the contribution of the alternative marketing systems to the
maintenance or achievement of some specified goals of marketing policies, such as product
quality and hygiene standards. The latter criterion would involve the assessment of the
suitability of alternative marketing systems for different sets of circumstances.
In this study, the alternative marketing systems for dairy products through which consuming
households in Addis Ababa procure their dairy products were identified on the basis of the
types of the final links in the different marketing chains from which the consuming households
purchased their products, i.e. the retail sources. These kinds of final links include individuals
and private and government commercial concerns. The systems catering for the marketing of
fresh liquid milk were treated as the main alternative dairy marketing systems available to
Addis Ababa households. However, the systems catering for butter were also examined
separately in some detail.
For convenience and clarity, the details of the approaches taken in the development of specific
indicators of relative efficiency of alternative marketing systems are presented as part of the
presentation and discussions of the results of the study in the subsequent sections of the
report.
2.2. Sample design
For the purpose of this study, Addis Ababa was mapped out and divided into three concentric
zones, differentiated as the Inner City Zone (ICZ), the Middle City Zone (MCZ) and the
Peripheral City Zone (PCZ) on the basis of the distance from the conventional location of the
city centre. The expectation in this case was that the location of the consumers relative to the
centre of a given consumer area (such as Addis Ababa) would influence the types of
marketing chains through which a given product is sold.
For the purposes of official statistical data collection, Addis Ababa is mapped into several
Enumeration Areas (EA's) by the Central Statistical Office of the Government of Ethiopia.
Each EA covers between 150 and 200 households on average. An EA was adopted as the
basic sampling unit in this study, and 25 EA's were randomly selected for the purposes of the
survey. The 25 EA's were allocated to the three study zones (i.e. ICZ, MCZ and PCZ) with
probability proportional to the distribution of the EA's in the three zones. After listing the
monthly cash income of each household in the 25 EA's which were included in the sample.
Three broad sets of data were collected:
i. exploratory survey data set;
ii. initial survey data set;
iii. subsequent survey data set.
The exploratory survey of the consuming households involved a one-time interview of each
household in the random sample of 25 EA's which were included in the study. This survey was
undertaken primarily as the basis for generating the data to be used in further sample
selection procedures. Under this survey, a sample of 3,888 households in Addis Ababa (which
represent close to 2% of all the households in the city) were interviewed in order to obtain
information on their sources and levels of monthly cash income and also to determine the
origin of the milk for those households who had acquired some milk any day during the course
of the week prior to the interview day. The origin of the milk was defined in terms of whether
the milk was produced by the households, purchased or obtained as gift. Purchases of the
other dairy products, if any, were also recorded.
II. Research design and methodology
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The initial survey of the consuming households involved a one-time interview of each
household and was conducted on a purposively-selected stratified random sample of 482
households. A random sample of 20 households was purposively selected from each EA for
the study using the following criteria as the basis for sampling as far as possible:
i. 16 households should belong to those household income groups whose average cash
income was at least 250 Ethiopia birr1 per month;
ii. 4 households should belong to those household income groups whose average cash
income was less that 250 Ethiopian birr per month, but who had purchased some milk at
least once during the week prior to the date when the households' monthly cash
incomes were listed.
1. One Ethiopian birr was approximately equivalent to 0.5 United States dollar at
the time the survey was conducted in 1984–85.
This distribution was based on findings of the exploratory survey. In case there were difficulties
in obtaining and selecting the required number of households within an EA according to the
above criteria, compensation was made by allocating proportionally the number of households
that a given EA fell short of its quota among the other EA's within the same zone. The above
sampling criteria were justified on the grounds that only those households who could provide
information that could be used to ascertain the marketing chains for dairy products in Addis
Ababa were relevant to the study.
The subsequent survey of the selected consuming households involved only those households
covered in the initial survey who consume milk. Each of such milk-consuming households was
interviewed consecutively for seven days in order to determine the major factors that influence
the households to deviate from their long-term purchases and consumption patterns for milk
and other dairy products. Such deviations were defined primarily in terms of changes in the
sources and in the geographical locations of the places from which the households purchase
and collect their dairy products, following a prior determination during the initial survey of the
types of sources and geographical locations that are most frequently used by a particular
household. The post-enumeration interview of each household included in the subsequent
survey sample thus constituted the eighth interview of the household. This post-enumeration
interview was meant to be a check on the consistency of the data collected by the
enumerators and was thus not used as a source of data in subsequent analyses.
2.3. Data collection techniques
Background information on the dairy industry in Ethiopia and the marketing of milk, especially
in Addis Ababa and its immediate environs, was obtained from secondary data sources.
Primary data were collected through personal interviews using structured questionnaires.
Errors in data collection were minimized through the use of carefully trained enumerators and
supervisors, and through the retention of their services throughout the course of the field data
collection. Five supervisors and 16 enumerators were recruited and trained in interviewing
techniques, with emphasis on data collection and handling techniques. The first 4 supervisors
were each assigned to supervise 4 enumerators. The 5th supervisor was designated as post-
enumeration supervisor, and his role was to conduct a post-enumeration interview on each
household that had been interviewed by an enumerator during the course of the "subsequent
survey'' (to be explained later) in order to check and correct for any inconsistencies in the data
collected by the enumerators. Variance in observations was minimized through the collection
of data from stratified or purposively selected random samples, for instance through the
sampling of households by city zones and income levels, or through the sampling of
households from a class that was most likely to purchase milk as described above.
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2.4. Data analysis
Data were entered into the HP 3000 computer system and verified using a computer package
called DEVAPS. The DEVAPS package has entry, verify, transact and extract programmes.
The data entry and verification format was built using the transact programme. The DEVAPS
package also has the capacity to automatically duplicate the data which has previously been
entered without requiring it to be edited. The package, therefore, is advantageous when
entering data where some of the information occurs more than once and when information
does not vary by interview days. Data editing through the verification programme facilitated the
detection of any errors in data entry.
The data were analysed primarily by using the SPSS (Statistical Package for Social Sciences)
programme. The actual details of the types of analysis undertaken at each stage in the
evaluation of the merits and, hence, the relative efficiency of the alternative marketing systems
for milk and milk products are presented in the relevant sections of the report under the
sections dealing with the general presentation and discussion of the results.
  
III. Results and discussion
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III.    Results and discussion
3.1 General overview
For the purposes of this study, any Addis Ababa household whose average monthly cash income was at least 250 Ethiopian birr was classified as
belonging to High Income Group (HIG); the others were classified as Low Income Group (LIG).
The exploratory survey of the 3,888 Addis Ababa households established that only about 27% of them had acquired some milk for consumption at
least once during the week prior to the day they were interviewed. Such milk had been acquired through purchases in 90% of the cases. The rest had
been acquired through own-production and gifts. Hence it appears that the proportion of the households who can be described as being milk
consumers in Addis Ababa is relatively small. Further, it was established that about 67% of these milk consumers were from the HIG category of
households, as defined above, while about 80% of those who had acquired milk through either own-production or gifts were from the LIG category of
households.
The survey of the acquisition and consumption patterns for the other dairy products gave the same type of general patterns as for fresh milk, but with
some notable features as will be observed hereafter. Butter, cheese and "Ayib" and yoghurt and "Ergo" are other types of dairy products that are
commonly consumed in Addis Ababa. Cooking butter, as opposed to table butter or other kinds of butter, is the commonly consumed type of butter. In
principle, "cheese" and "Ayib" relate to two distinct types of products: "cheese" refers to the conventional hard cheese, while "Ayib" (an Amharic or
Ethiopian ethnic language word) refers to a grainy type of Ethiopian cottage cheese. Ayib was found to be the form of cheese that is most commonly
consumed in Ethiopian households. The term "Ergo" in Amharic (Ethiopian ethnic language) generally refers to sour milk, the product that can be
referred to as being close to conventional yoghurt. Again, Ergo was the commonly consumed type of yoghurt in Ethiopian households.
The origins of the butter, cheese and Ayib, and yoghurt and Ergo that are consumed in Addis Ababa were found to be as follows:
i) For butter:
98% was through purchases;
1% was through processing from own-produced raw milk;
1% was through other origins, such as processing from purchased raw milk or gifts from friends and/or relatives.
ii) For cheese/Ayib:
92% was through purchases;
3% was through processing from own-produced raw milk;
2% was through processing from purchased raw milk;
3% was through other origins, including gifts from friends and/or relatives.
iii) For yoghurt/Ergo:
52% was through processing from purchased raw milk;
35% was through direct purchases;
8% was through processing from own-produced raw milk;
5% was through other origins, such as gifts from friends and/or relatives.
The results of the exploratory and initial surveys are summarized in Annex Tables A.1– A.10 in terms of:
i. the percentage distribution of the Addis Ababa households covered in the study according to their cash-income classes in different zones of the
city, milk consumption status, origins of the milk and the modes of milk acquisition;
ii. the rankings and the relative importance of the different reasons given by the Addis Ababa households for usually purchasing milk (and other
dairy products) from particular sources and locations, according the zones of the city and income classes.
The survey results further suggest that lack of funds to purchase dairy products was the most important reason for non-acquisition of the dairy
products for household consumption in Addis Ababa. Own-processing of dairy products, either from own-produced raw milk or from purchased raw
milk, was found to be significant only in the case of yoghurt or Ergo.
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3.2 The purchases patterns and the efficiency of the alternative marketing systems for liquid milk
3.2.1 The identification of alternative milk marketing systems
The concept of alternative marketing systems as defined in this study is based on different marketing chains. Such chains were identified through the
different types of sources from which the product was directly purchased by consumers. Hence it was through the survey of milk purchasing patterns
of consuming households in Addis Ababa that the alternative sources of fresh liquid milk were established. Based on the results of the survey, the
following were established to be the major fresh milk marketing systems:
i. direct sales to consumers by producers, which will be designated the DPR system or the system S1;
ii. direct sales to consumers by Kebele1 shops and other DDE-designated sales outlets (i.e. outlets other than grocery stores, supermarkets and
small private shops or kiosks). This will be designated the KEB system, or the system S2;
iii. direct sales to consumers by itinerant traders who sell milk produced by other people, which will be designated the ITR system, or the system
S3;
iv. direct sales to consumers by small private shops and kiosks, which will be designated the KIO system, or the system S4;
v. direct sales to consumers by grocery stores and supermarkets, which will be designated the GRO system, or the system S5.
1. The term "Kebele" is an Amharic (Ethiopian) word and refers to an urban dwellers' association, the smallest administrative unit within an
urban area or city in Ethiopia.
Figure 1 illustrates the complexity of the marketing chains which constitute the alternative marketing systems for fresh milk in Addis Ababa. The
percentage share of each system in the total amount of milk purchased by the consuming households is shown in brackets. The study did not
investigate the details of the intermediate stages in the marketing process.
Figure 1: Alternative marketing chains for liquid milk in Addis Ababa and their estimated percentage market shares (figures in brackets)
III. Results and discussion
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Source: Subsequent survey data.
3.2.2. The relative importance of the alternative milk marketing systems by city zones
Table 1 shows the relative importance of the five different marketing systems for fresh milk in terms of their share of purchases by consuming
households in the different zones of the city. The total market for fresh liquid milk in this context is defined in volume terms, rather than in terms of the
number of customers.
Table 1. Relative market shares (volume) of alternative milk marketing systems in different zones of Addis Ababa.
Zone of the city and sample size (n = number
of purchasing households)
: % share (volume) in consuming households 
: purchases held by alternative marketing
: systems
DPR (S1) KEB (S2) IIR (S3) KIO (S4) GRO
(S5)
All
Systems
Inner city zone (ICZ) n = 95 46.0 31.7 3.1 15.5 3.7 100.0
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Middle city zone (MCZ) n = 177 67.7 16.6 2.3 8.6 4.8 100.0
Peripheral city zone (PCZ) n = 122 88.8 3.3 0.7 7.1 0.1 100.0
Addis Ababa City n = 394 71.0 14.8 1.9 9.4 2.9 100.0
Source: Subsequent survey data: authors' work, 1984/85.
The results presented in Table 1 demonstrate the general dominance of the direct producer-consumer marketing chain, i.e. the system designated as
DRP or S1 in the marketing and distribution of fresh milk in Addis Ababa. However, the systems designated as KEB or S2 and KIO or S4 are also
important, particularly in the inner and middle zones of the city. As described earlier, the KEB or S2 system relates to the purchases of milk from the
Kebele shops and other DDE-designated milk sales outlets, while the KIO or S4 system relates primarily to the purchases of milk from small private
shops and kiosks.
The DPR or S1 system comprises three subsystems:
i. S11 subsystem which relates to the purchases of milk directly from producers whose cows are kept in the same Kebeles where the consuming
households live;
ii. S12 subsystem which relates to the direct purchases of milk from producers whose cows are kept within Addis Ababa but outside the Kebeles of
the consuming households;
iii. S13 subsystem relates to the direct purchases of milk from producers whose cows are kept outside Addis Ababa.
The relative dominance of the three marketing subsystems varies between the different zones of the city. The S11 subsystem is relatively more
dominant in the PCZ (peripheral zone), and its relative importance declines as one moves from the PCZ into the ICZ (inner zone). The S12 subsystem
is relatively more important in the MCZ (middle zone) and ICZ, while the S13 subsystem is relatively unimportant in all the zones of the city.
An analysis of the relative importance of the different marketing systems, and their subsystems where applicable, in terms of the actual quantities of
liquid milk that were purchased from each system and subsystem by a given income class in a given zone of the city indicated that most liquid milk in
Addis Ababa is sold through the marketing systems DPR or S1 and KEB or S2 as illustrated in Figure 1, regardless of the consumer income class.
3.2.3. The relative efficiency of alternative milk marketing systems
The relative efficiency of the alternative marketing systems for fresh liquid milk in Addis Ababa (i.e. systems S1 to S5) was evaluated by both least
cost and other partial efficiency criteria. An index of relative least-cost efficiency can easily be constructed in cases where all systems sell the same
quality of milk and those systems that charge the lowest price per litre of milk are the most efficient by the least-cost criterion. But in Addis Ababa, as
in many other countries, the milk sold through the different systems is not all of the same quality and it becomes necessary to find some common
standard through which different qualities of milk can be compared to each other. In many countries a minimum quality standard for commercial firms
selling milk in urban areas is specified in terms of a minimum butterfat content. Such is the case in Kenya. It is true that in Addis Ababa the milk-
consuming households do not seem to rank butterfat content as one of the factors which influence them to purchase milk from some particular
sources more frequently than from others. Nevertheless the parastatal DDE in Ethiopia aims to sell milk with a minimum butterfat content of between
2.7% and 3.0% and there is no doubt that in many people's judgement the amount of butterfat is important in determining the quality of milk. It
appears reasonable, therefore, to use butterfat content as a key standard in terms of which different qualities of milk can be compared to each other.
We have also incorporated two other standards, solids-non-fat and total solids, although, as we shall see, doing so makes little difference to the result.
These milk quality standards were assessed from liquid milk samples that were collected from the Addis Ababa households during the subsequent
survey.
For the purpose of milk quality analysis and the evaluation of efficiency of the different milk marketing systems, the city of Addis Ababa was treated as
a uniform zone because it had not been possible to procure statistically sufficient numbers of milk samples for quality analysis from each of the three
zones of Addis Ababa which were delineated for use in the study during the course of collecting liquid milk samples. On the basis of MILK PRICE
LEVELS, the relative efficiency index (REI) for the different marketing systems for liquid milk was derived as follows:
i. Q*, defined as the "absolute quality index" by means of which the fresh liquid milk bought from a particular marketing system is "adjusted" to a
standard quality, was calculated as:
Q* = (BF × SNF)
Where
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BF = average percentage butterfat content of the liquid milk from the particular marketing system;
SNF = average percentage solids-non-fat content of the same liquid milk;
ii. PEI, the "quality adjusted" least cost efficiency index for the particular marketing system was calculated as:
PEI = P*/Q*
Where
P* = average price of milk sold through the particular marketing system;
iii. The system which scored the lowest PEI value (in step (ii) above) was judged to be the most least-cost efficient system, and the relative
efficiency index (REI) for each of the other marketing systems was obtained by dividing the PEI of the most least-cost efficient system with the
EI of each of the other marketing systems, i.e.:
Where:
REI (x) = relative efficiency index for the system x;
PEI (pes) = quality adjusted least-cost efficiency index for the system which is judged to be the most price efficient;
PEI (x) = quality adjusted least-cost efficiency index for the system x.
The average milk quality indicators, i.e. the butterfat (BF) and solids-non-fat (SNF) contents, for the milk samples which were procured from the
different marketing systems for fresh liquid milk in Addis Ababa are presented in Table 2.
Table 2. Average milk solids by source.
Marketing systems
Average Percentage Content
BF SNF
Total solids
(TS)
S1 (DPR)
S11 3.67 8.26 11.93
S12 3.65 7.98 11.63
S13 4.90 9.12 14.02
S2 (KEB) 2.46 8.24 10.70
S3 (ITR) 3.75 7.90 11.65
S4 (KIO) 2.48 7.96 10.44
S5 (GRO) 2.50 8.31 10.81
Source: Survey data: authors' work, 1984/85.
The results of milk quality analysis indicated substantial variations of both the BF (butterfat content) and the TS (total milk solids content) by marketing
systems (but not by locations) from which the households purchase their milk. The variation of the BF by systems was found to be highly significant (at
the 1% significance level, deduced from an F-statistic of 4.53 with (8;131) degrees of freedom). The variation in total milk solids content, however, was
significant only at the 7% level (judging from an F-statistic of 1.90 with (8;131) degrees of freedom). The variation of the solids-non-fat content was
found not to be statistically significant (deduced from an F-statistic of 0.45 at the (8;131) degrees of freedom), a result which implies that the milk
samples from the different systems primarily differ, in terms of quality, in their butterfat contents.
Average retail prices of milk, before adjustment for quality differences, in Addis Ababa were found to vary between different marketing systems from a
common low of 76 Ethiopian cents per litre for the system S2 (the system which    involves direct sales of milk to consumers by Kebele shops or any
other DDE-designated sales outlets) to a high of 100 Ethiopian cents per litre for the system S5 (the system which involves direct sales of milk to
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consumers by grocery stores and supermarkets). The summary of the P* (average unadjusted retail milk prices) as well as the calculated values of Q*
(the absolute quality index for milk) and the P*/Q* ratio (quotient) by system is given in Table 3. The last column of Table 3 also presents the results of
the calculation of the REI, the relative efficiency index for each marketing system.
Table 3. Milk prices, quality and least-cost efficiency in alternative milk marketing systems in Addis Ababa, Ethiopia.
Average by different system
System of Marketing
P* = Unadjusted Price in
Eth. cents per litre
Q* = Quality
index
PEI = Efficiency index =
P*/Q* index
REI = Relative
efficiency
S1 (DPR)
S11 90 30.31 2.97 0.54
S12 88 29.13 3.02 0.53
S13 71 44.69 1.59 1.00
S2 (KEB) 76 20.27 3.75 0.42
S3 (ITR) 90 26.93 3.04 0.52
S4 (KIO) 87 19.74 4.41 0.36
S5 (GRO) 100 20.78 4.81 0.31
Source: Subsequent survey data: authors' work, 1984/85.
An examination of the indices of least-cost efficiency (PEI) of the different marketing system for liquid milk presented in Table 3 shows that the
marketing subsystem S13 (direct sales to consuming households by producers whose cows are kept outside Addis Ababa) provides milk of the highest
absolute quality value per litre in the City of Addis Ababa. Subsystem S13 is thus judged to be the most least cost-efficient milk delivery system, and
the relative efficiency of each of the other milk marketing system is deduced from the efficiency of the S13 by dividing the PEI of the S13 with the PEI
of each individual system. The results of such calculations are shown in the last column of Table 3. The results indicate that the particular (S13)
subsystem which provided the cheapest milk in terms of the unadjusted price per litre also provided the cheapest milk in terms of the "quality adjusted"
least cost efficiency index, the PEI. However, this relationship does not apply for the milk provided by the other systems, i.e. the ranking of the
systems on the basis of price levels does not always correspond to the ranking of the systems on the basis of what has been defined as quality
adjusted least-cost efficiency index in this report.
The above indices of relative efficiency are derived from a "least-cost" efficiency criterion. These indices suggest that the marketing systems which
entail direct sales of fresh liquid milk to the Addis Ababa consumers by intra-urban and pert-urban producers of milk (i.e. the subsystems S11, S12
and S13, which are grouped into S1) are relatively more efficient than the other systems in terms of a least-cost efficiency criterion. The next most
efficient system is S3, the marketing system which entails direct sales of fresh liquid milk to the consuming households by the itinerant traders who sell
milk produced by other people. The systems which entail direct sales of fresh liquid milk from either the grocery stores, supermarkets, small private
shops or kiosks appear to be the least efficient by this criterion. The level of the average prices charged to different income groups for milk flowing
through alternative systems was also investigated. The variation of the average prices of milk between sources and between income classes was
found to be highly significant in the inner (ICZ) and middle (MCZ) zones of the city, with the F-statistic values of 5.16 at (8;164) degrees of freedom
for the MCZ and 5.75 at (10;83) degrees of freedom for the ICZ. However, this variation was not significant in the peripheral (PCZ) zone of the city (F-
value of 0.54 at (6;115) degrees of freedom). Table 4 presents the average prices of milk paid by the different income classes for the milk sold
through the alternative milk marketing systems in the city of Addis Ababa.
Table 4. Average prices (cents per litre) of fresh liquid milk by marketing systems, income classes and zones
 in Addis Ababa.
 Average prices of fresh liquid milk by zone and income class
Inner zone Middle zone Peripheral zone All zones
Milk marketing systems LIG* HIG* LIG* HIG* LIG* HIG* LIG* HIG*
S1 (DPR)
S11 95 91 85 91 86 92 88 91
S12 90 87 84 87 86 84 86 86
S13 67 n/a 60 n/a 86 n/a 69 n/a
S  (KEB) 76 n/a 73 n/a 83 90 77 90
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S3 (ITR) 82 n/a 90 n/a 80 n/a 85 n/a
S4 (KIO) 86 n/a 88 85 87 81 87 n/a
S5 (GRO) 100 n/a 80 n/a n/a n/a 87 88
All systems 85 89 80 89 85 87 83 88
Sample size 54 41 99 78 58 64 211 183
LIG* = low income class of households.
HIG* = high income class of households.
n/a = not available, since no relevant respondent in this class.
Source: Subsequent survey data: authors' work, 1984/85.
Even though the results presented in Table 4 generally cannot be used to assess if there is a systematic relationship between the prices charged for
milk by different marketing systems and the income class of the consumers on a city zone basis, particularly because of the many missing cases the
general trend is for the higher income groups of households in Addis Ababa to pay slightly higher prices (by about 6%) for their liquid milk. This may
indicate that the poorer consumers are more sensitive to milk price levels. One could thus conjecture that there is some potential to introduce fresh
liquid milk of differing qualities and sell it at appropriately determined prices to different classes of consumers in Addis Ababa. Such an introduction
would probably cater for the needs of different income classes of consumers. The Indian dairy industry offers a good example of a dairy marketing
system which has attempted to cater for the needs of different income classes of consumers by offering the slightly more costly "toned" milk (of about
3.0% butterfat content) to cater primarily for richer consumer groups and the slightly cheaper "double-toned" milk (of about 1.5 % butterfat content) to
cater primarily for the poor consumer groups.
The degree of responsiveness of different marketing systems to consumers' demands is another frequently-used partial efficiency criterion. The
relative responsiveness of different marketing systems can partly be measured by the range of services they offer to consumers and is partly reflected
in the extent to which consumers choose to patronise them with their regular custom.
Different groups of consumers will, in most cases, differ in their views with regard to what they consider a marketing system should offer. The range of
services that the alternative marketing systems for liquid milk in Addis Ababa offer to consumers was established by asking the consumers to state
why they purchased milk regularly from particular sources and also by asking them to single out the most important reason out of the various reasons
that they stated. Table 5 indicates the relative importance of the different reasons in terms of the percentage of the consuming households of different
income classes in different city zones who quoted each of the indicated reasons as being the major factor that influences their choice of the types of
sources from which to purchase milk. The differences (in reasons indicated) between income groups within a particular city zone were not found to be
statistically significant.
Table 5 also gives an indication of the relative importance of the different reasons that were cited by households for usually purchasing milk from
particular systems on the basis of the zone of the city in which the households are located, and for Addis Ababa as a whole. Some of the factors
quoted by the households as being the main reasons for their choice of particular types of systems when purchasing milk are easily quantifiable. Such
factors constitute a number of partial efficiency criteria and can be used to construct indices which evaluate alternative marketing systems particularly
in respect of their responsiveness to consumer demands as represented by these factors. Unfortunately, it is not possible to quantify the factor
"convenience when collecting" — which was by far the single most frequent factor cited by households as being the main reason for the choice of a
particular marketing system. Therefore, it has not been possible to treat this factor as a "partial efficiency criterion" in the same way as the others in
the subsequent evaluation.
Table 5. Major reasons for choice of marketing system of milk, by zone and household income class in Addis Ababa.
Main reasons for choice of system of marketing
of fresh liquid milk
% of households quoting indicted reason by city zone and income class
Inner zone Middle zone Peripheral
zone
All zones
Low High Low High Low High Low High
(i) Convenience when collecting: 32.1 28.8 22.0 30.6 33.3 21.5 27.4 27.2
(ii) Availability of milk at source when needed: 21.4 10.2 15.3 12.0 6.7 13.9 14.5 12.2
(iii) Regularity of milk supply: 10.7 16.9 11.9 15.7 10.0 5.1 11.1 12.6
(iv) Hygiene and cleanliness: 14.3 11.9 20.3 22.2 36.7 27.8 23.1 21.5
(v) Good level of prices: 14.3 11.9 15.3 7.4 0.0 10.1 11.1 9.3
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(vi) Level of butterfat content: 0.0 5.1 0.0 0.9 0.0 2.5 0.0 2.8
(vii) Taste of milk: 0.0 5.1 0.0 1.9 0.0 2.5 0.0 2.8
(viii) Freshness of milk: 0.0 6.8 10.2 0.9 3.3 7.6 6.0 4.5
(ix) Home delivery service: 0.0 1.7 3.4 5.6 0.0 3.8 1.7 4.1
(x) Packaging of milk: 3.6 0.0 1.7 0.9 0.0 0.0 1.7 0.4
(xi) Other reasons 3.6 1.7 0.0 1.9 10.0 1.5 3.4 2.8
All reasons 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Sample size 28 59 59 108 30 79 117 246
Source: Initial survey data: authors' work, 1984/85.
Tables 6, 7 and 8 present a summary of the performance of alternative marketing systems in the inner, middle and peripheral zones of Addis Ababa
respectively in terms of selected partial efficiency criteria. These efficiency criteria reflect the systems' responsiveness to consumer demand as
expressed by the consumers' preferences in terms of the reasons they gave for allocating their market demand to particular marketing systems, as
represented by the particular retail sources from which the consuming households purchased their milk. The selected partial efficiency criteria are
price, butterfat content, total solids in milk and degree of unreliability in supply. From the consumers' point of view, price should be as low as possible,
while the butterfat content should be high and the degree of unreliability should be low. Consumers did not state "solids-non-fat" as a reason for
choice, but it has been included here simply because the data became available as a by-product of the analysis of butterfat content.
Table 6. Performance of alternative milk marketing systems in the inner city zone of Addis Ababa in respect of selected partial efficiency criteria.
Partial efficiency criterion
Marketing system
S1 S2 S3 S4 S5
(DPR) (KEB) (ITR) (KIO) (GRO)
Mean price (Ethiopian cents
per litre)
87.12 75.53 82.33 85.85 100.00c
(9.97) (9.25) (4.04) (6.21) (0.00)
Mean butterfat (%)
3.87 2.87 3.30c n/e 2.50c
(0.92) (0.15) (0.00) -.- (0.00)
Mean total solids (%)
12.36 12.69 11.30c n/e 10.81c
(1.21) (0.75) (0.00) -.- (0.00)
Degree of unreliability+ 0.0 1.0 0.0 0.3 0.0
n/e system not used or absent in the zone.
c reported only on one occasion by one consumer.
+ Degree of unreliability = the % of purchase occasions when this marketing system was not
used because no milk was available.
Figures in the parenthesis are standard deviations. A total of 94 observations were made
covering all systems.
Source: Authors' work, 1984/85.
Table 7. Performance of alternative milk marketing systems in the middle city zone of Addis Ababa in respect of selected partial efficiency criteria.
Partial efficiency criterion
Marketing system
S1 S2 S3 S4 S5
(DPR) (KEB) (ITR) (KIO) (GRO)
Mean price (Ethiopian cents per
litre)
86.51 73.31 90.00 88.15 80.17
(14.70) (7.05) (20.00) (11.95) (25.17)
Mean butterfat (%) 3.47 2.32 4.20c 2.20 n/e
(1.05) (0.59) (0.00) (0.96) -.-
Mean total solids (%) 11.40 10.04 12.00c 9.79 n/e
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(1.71) (1.95) (0.00) (1.40) -.-
Degree of unreliability+ 0.0 0.8 0.0 0.8 0.2
+ Degree of unreliability = the % of purchase occasions when this marketing system was not used because
no milk was available.
n/e system not used or absent in the zone.
c reported only on one occasion by one consumer.
Figures in the parentheses are standard deviations. (A total of 173 observations were made covering all
systems.)
Source: Initial and subsequent surveys data: authors' work, 1984/85.
Table 8. Performance of alternative milk marketing systems in the peripheral city zone of Addis Ababa in respect of selected partial efficiency criteria.
Partial efficiency criterion
Marketing System
S1 S2 S3 S4 S5
(DPR) (KEB) (ITR) (KIO) (GRO)
Mean price (Ethiopian cents per
litre)
87.83 83.61 80.00 86.99 n/e
(11.15) (22.23) (28.28) (4.75) -.-
Mean butterfat (%)
3.85 2.60c n/e 2.77 n/e
(1.03) (0.00) -.- (0.23) -.-
Mean total solids (%)
12.19 11.26c n/e 11.11 n/e
(1.49) (0.00) -.- (0.42) -.-
Degree of unreliability+ 0.0 0.7 0.0 0.9 0.1
+ Degree of unreliability = the % of purchase occasions when this marketing system was not used
because no milk was available.
n/e system not used or absent in the zone.
c reported only on one occasion by one consumer.
Figures in the parentheses are standard deviations. (A total of 122 observations were made covering
all  systems.)
Source: Initial and subsequent surveys data: authors' work, 1984/85.
On the basis of the levels of the different criteria for evaluating the performance of marketing systems which are presented in Tables 6, 7 and 8, the
marketing systems designated as S1 and S3 may be said to be the most efficient in all the three zones of the City of Addis Ababa from the "degree-of-
reliability" criterion. The two systems never fail to provide liquid milk when needed by the households. However, from the "least-cost" criterion, the
performance of the different marketing systems appears to be relatively variable (as between different zones) but the system designated as S2 may
be said to be relatively more efficient by this criterion. This evaluation of the efficiency of alternative marketing systems for liquid milk on the basis of
single attributes simply underscores the importance of the fact that the rating of market performance for different marketing systems will vary
depending on the criterion used in the assessment of that market performance.
We can look at the same issue from a different angle. The results presented in Tables 6–8 show that the ranking of performance of individual
marketing systems differs, within a particular zone, according to the particular partial efficiency criterion being used. In the inner city zone, for example
(see Table 6), the S2 system (direct sales by Kebele shops and DDE outlets) has the best performance on price but scores worst on reliability and
badly on butterfat content. It would, therefore, be useful to have some way of synthesizing the performance of alternative marketing systems in terms
of diverse criteria into a simple measure of efficiency. However, as pointed out earlier, all-embracing optimising procedures, and their attendant
efficiency criteria, have a poor record of practicability. Hence it will suffice to draw conclusions based on the partial efficiency criteria.
The relative efficiency of different marketing systems from the "consumer demand-responsiveness" criterion can also be approached in another direct
and simple way. Assume that the consuming households have complete freedom to choose from which marketing system (i.e. source) to purchase
milk. Also assume that their pattern of actual choices accurately reflects the extent to which different marketing systems do meet their demands. Call
this general criterion the "popularity" criterion. Then it is possible to recognize three sub-criteria within this general "popularity" criterion:
"popularity" as evidenced by the proportion of households who cite a given marketing system as being their "usual" source;
"popularity" as evidenced by the actually measured "frequency of use" (i.e. number of purchase occasions) of a given marketing system;
"popularity" as evidenced by the "volume" of milk flowing through a particular marketing system (see Table 1).
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Based on the above concepts, popularity rankings were developed on the basis of one of the three sub-criteria. Table 9 presents, for all the three
zones of Addis Ababa, the relative rankings of the various marketing systems (as represented by the retail sources) in terms of the "least-cost"
("lowest price") criterion and the "popularity" criterion.
Table 9. Rankings of alternative milk marketing systems in terms of two major criteria in different zones of Addis Ababa.
Alternative
marketing system
Inner city zone Middle city zone Peripheral city zone
Least cost Popularity Least cost Popularity Least cost Popularity
Ranks Ranks Ranks Ranks Ranks Ranks
S1 (DPR) 4 1 3 1 4 1
S2 (KEB) 1 2 1 2 2 3
S3 (ITR) 2 5 5 5 1 4
S4 (KIO) 3 3 4 3 3 2
S5 (GRO) 5 4 2 4 n/e 5
Least cost ranks derived from Tables 6–8 and popularity ranks from Table 1.
n/e Not estimated due to lack of complete data.
Source: Authors' work 1984/85.
In Table 9, the performance of the five milk marketing systems in each zone was directly compared in terms of two main criteria, least cost (lowest
price), and popularity as evidenced by the volume of milk flowing through each system. The ranking of the five systems differs substantially according
to the main criterion considered, with the ranking given by the "least cost" criterion differing quite significantly from the other. There are differences in
ranking on the basis of the same criterion between zones, but these differences are not very marked. In terms of the "popularity" criterion, the S1
system (direct sales form producers to consumers) appears to be the most efficient in Addis Ababa as a whole. The S1 system does not perform well
on the basis of the least-cost criterion by which it is always inferior to the S2 (Kebele/DDE outlets) marketing system.
3.3 The purchases patterns and the efficiency of the alternative marketing systems for butter
3.3.1 The identification of the butter marketing systems
On the basis of the final retail outlets for butter, eight major alternative butter marketing systems were identified:
i. MER; a system that involves direct purchases of butter from traders in the main city market, the Mercato;
ii. OMK; a system that involves purchases of butter from traders in other markets;
iii. GRO; a system that involves purchases from grocery stores and supermarkets;
iv. IAP; a system that involves purchases from producers whose cows are within Addis Ababa;
v. XAP; a system that involves purchases from producers whose cows are outside Addis Ababa;
vi. ITR; a system that involves purchases from itinerant traders;
vii. KEB; a system that involves purchases from Kebele shops and other DDE-designated butter sales outlets;
viii. KIO; a system that involves purchases from small private shops or kiosks and any other sources.
The results from the subsequent survey indicated that sales by grocery stores and supermarkets (GRO) and Kebele shops and other DDE-designated
sales outlets (KEB) are important only in the case of the sales of table butter. Since cooking butter is the most important form of butter consumed in
Addis Ababa, the rest of this chapter is devoted to the analysis of the marketing systems for cooking butter, and the term "butter" will be used to refer
to "cooking butter".
3.3.2 The relative importance of the alternative butter marketing systems
The estimate of the quantities of cooking butter flowing through different marketing chains indicated that the Producer ® Mercato trader ®
Consumer chain, i.e. the marketing system MER, is the most important. Figure 2 gives a schematic representation of the different marketing systems
for butter in Addis Ababa and illustrates their complexity, together with the estimated quantities of cooking butter flowing through the different systems
in terms of the percentage of the total quantity purchased through a particular marketing chain. These estimates are given in brackets next to the
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marketing systems to which they relate. They are indicators of the relative share of the total market of each marketing system, where the total market
is defined only on the basis of the estimated amount of cooking butter purchased by the consuming households in the city on a given day of the week.
The marketing system KEB does not appear on Figure 2 as it does not handle cooking butter.
The very large proportion of total cooking butter sales (about 87%) by traders in the Mercato suggests that the marketing of cooking butter in Addis
Ababa is highly centralised in space. It makes little sense, therefore, to analyse the variation in the relative importance of the different marketing
chains from one zone of the city to another. After MER, the next most important are the systems OMK, i.e. other market sales, and ITR, i.e. sales by
itinerant traders. By definition, itinerant traders are butter merchants who hawk their product around, seeking out customers usually in the residential
areas, i.e. they do not operate at any particular markets or business premises. Direct sales of cooking butter by producers whose cows are outside
Addis Ababa (i.e. sales through the system XAP) are almost negligible. Table 10 gives a breakdown of the total quantities of cooking butter procured
by the sample households through the different marketing systems in a week. The quantities of purchased cooking butter shown in Table 10 are the
ones used as the basis for the estimation of the relative market shares of the different marketing systems for cooking butter, which are given in
brackets in Figure 2.
Table 10. Quantity of cooking butter purchased by sample households in Addis Ababa during one week by source and share by income class.
Butter
marketing
system
Total amount of butter
purchased by
households (kg)*
% purchased by
Low income
group
High income
group
MER 210.5 18.6 81.4
OMK 8.7 51.7 48.3
GRO 4.2 – 100.0
IAP 5.5 54.5 45.5
XAP 0.8 100.0 –
ITR 7.3 13.7 86.3
KIO 5.0 – 100.0
Total 242.0 19.3 80.7
* 115 households out of the total sample of 482 households interviewed
purchased cooking butter at least once in the week prior to the interview
in the subsequent survey.
Source: Subsequent survey data: authors' work, 1984/85.
It should be remembered, however, that the sample on which Figure 2 was based was a stratified one, selected by procedures primarily aimed at
obtaining a sample that was representative of the purchasers of milk. The sample obtained in this way may thus not be very representative of
purchasers of butter, but it may be taken as being indicative of the general purchases pattern for butter.
An analysis of income groups among the households buying butter in Addis Ababa indicated that the majority of them were in the high income class;
only 24.0% were from the low income group, and of these the majority of them were from the middle and peripheral zones of the city, accounting for
18.9% of the purchases. Table 10 shows the proportion of cooking butter purchased by the sample households of different income classes.
3.3.3 The relative efficiency of the alternative marketing systems
As in the case of milk, the butter consumers were also asked to give the reasons which caused them Usually to buy butter from particular sources.
Their answers to this question were assumed to reveal those consumer preferences felt strongly enough to influence their market demand, and which
could then be quantified to establish partial efficiency criteria so that relative performance could be evaluated. As will be seen, far fewer quantifiable
indices of performance were available for butter than for milk.
A comparison of the relative frequency with which the different reasons influencing the choice of the usual louder sources were cited indicated that
reliability and regularity of supply were the most important factors. Table 11 shows the main factors influencing the choice of source. The importance
of the availability of the product when needed, the regularity of supply, and convenience, primarily in terms of the accessibility of the source, may be
seen clearly, and this relationship is true in all city zones. It should be noted, however, that not all of these households had actually purchased any
butter at least once during the week prior to the interview during the subsequent survey. This is because butter is often purchased in large
consignments which last much longer than a week.
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Table 11. Major reasons influencing the choice of usual source of butter by households in different zones of Addis Ababa.
Main reason for choice of usual retail butter outlet
% of replies by zone
ICZ MCZ PCZ
(i) Reasonable price level 3.0 4.8 5.2
(ii) Hygiene and cleanliness 8.0 18.5 16.4
(iii) Taste of butter 6.0 0.5 0.7
(iv) Freshness of butter 2.0 4.8 4.5
(v) Regularity of supply 27.0 23.3 17.9
(vi) Convenience (accessibility) 19.0 13.2 9.0
(vii) Only source having the product when household
needs some
30.0 24.9 34.9
(viii) Any other reason 5.0 10.1 11.9
Zonal sample size (n) 100.0 100.0 100.0
Source: Initial survey data: authors' work, 1984/85.
A check during the subsequent survey of whether the households had purchased any butter from their "usual source" as established from the initial
enquiry indicated that all low income households had done so, and so had all the high income households in both the inner and the peripheral zones
of the city, but that the Figure was only 90% for the high income households in the middle zone. The main reasons for the change of source was
related to convenience and availability. Some households claimed that their "usual sources" had not had any butter, while others stated that butter
had been bought elsewhere by household members whilst out on business. In view of the smallness of the sample of households who had purchased
butter at least once during the week prior to the interview, and because only a small proportion of these in the middle zone of the city had bought
some butter at sources other than their "usual source", it was not considered worthwhile to compare the efficiency of the different marketing systems
on the basis of their degree of reliability. Comparative analysis will thus focus on the price levels associated with different marketing systems for
consumers of different income groups and on the extent to which such systems meet other consumer priorities.
Other things being equal, consumers normally prefer to purchase from those marketing systems that offer the same quality of butter at the lowest
price. Low income group paid 11.72 birr per kg as against 11.19 birr paid by high income group. Table 12 shows the mean consumer prices of cooking
butter paid by consumers of different income classes and different zones.
The analysis of variance (ANOVA) tests for the statistical significance of the variation of the prices paid by different classes of consumers for cooking
butter sold through different marketing systems indicated that:
i. the variation was not statistically significant between zones for the low income consumers (the F-statistic obtained was 0.67 with (1;6) degrees
of freedom);
ii. the variation was statistically significant at the 1% level for the differences in prices between zones for the high income class of consumers (the
F-statistic obtained was 6.69 with (1;9) degrees of freedom).
The usefulness of ANOVA-tests depends upon the sample size; thus the smallness of the sample of low income consumers (n = 33) as
opposed to the size of the sample of high income consumers (n = 77) suggests that the result of the F-statistic for the low income
consumers should be interpreted cautiously.
The many blanks in Table 12 (indicated by n/e) generally reflect the fact that there are few alternative or competitive marketing systems through which
cooking butter is distributed in most zones of the city. The preponderance of system MER in all zones was demonstrated by the relative shares of the
different marketing systems shown in Figure 2, and by the data given in Table 10. There are some options, however, particularly in the middle and
peripheral zones of the city and the frequency of use of a few systems in particular zones by consumers of different income classes appears to be
related to the services or the attributes which they associate with the different marketing systems. The systems OMK (direct sales of cooking butter by
traders at other markets) and IAP (direct sales of cooking butter by intra-urban producers) are shown to be the next most used systems, but their
market shares are small.
Table 12. Average prices of cooking butter sold through different marketing systems by household income group and zone of Addis Ababa.
Butter marketing
Average price (birr per kg) by zone and income class
ICZ MCZ PCZ
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system LIG HIG LIG HIG LIG HIG
MER 12.00 11.61 11.25 11.90 11.59 11.73
OMK n/e n/e 12.00 11.17 11.50 13.33
GRO n/e n/e n/e 12.50 n/e n/e
IAP n/e 10.00 12.00 12.00 12.00 12.00
XAP n/e n/e n/e n/e 11.33 n/e
ITR n/e n/e 11.00 12.00 n/e 10.00
KEB n/e n/e n/e n/e n/e n/e
KIO n/e n/e n/e 11.00 n/e 10.00
All systems 12.00 10.81 11.56 11.76 11.61 11.01
Sample size (n) 1 19 20 37 12 21
Source: Authors' work, 1984/85.
Source: Subsequent survey data. For KEY see para 5.1.1
A thorough and objective comparison of the price levels for the different marketing systems for cooking butter across and even within the
city zones is difficult. In quite a number of cases, the mean prices presented in Table 12 are based on only a few observations (see the
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sizes of the samples of income class strata). Hence only very general or tentative conclusions can be drawn about the relative efficiency of
the different marketing systems for butter on the basis of the least-cost (lowest mean price) criterion.
Regardless of the statistical significance (or nonsignificance) of differences in mean consumer prices, the minor variations in price
between different marketing systems for consumers of the same income class and zone may still be important to the consumer, even
though few of them rank it as an important criterion for choice of source. It is valid, therefore, to rank marketing systems on the basis of
the differences in the mean consumer prices for the products which they deliver as a basis for efficiency comparison.
Assuming that cooking butter is a homogeneous product of the same quality, then the relative efficiency of the systems can be evaluated
from the ranking of the different marketing systems on the basis of the mean price level for each system. The relative ranking of the
systems serving the low income consumers is shown in Table 13.
Table 13. Least-cost performance of the alternative butter marketing systems used by low income households  in Addis Ababa.
Alternative marketing
system
Ranking in different city zones
ICZ MCZ PCZ
MER 1 2 3
OMK n/e 3= 2
IAR n/e 3= 4
XAP n/e n/e 1
ITR n/e 1 n/e
Note: n/e implies that the system is not used by this class
of consumers in the given zone.
Source: Ranks derived (in declining order of merit) from
Table 12.
Since the ranks given in Table 13 are in declining order of merit, the solitary number 1 of MER in the inner city zone simply reflects lack of
options or the choice by low-income consumers not to use any other sources in this zone. In the middle city zone, the system ITR (cooking
butter sales by itinerant traders) is the best of the four systems actually used by low income consumers, from the least-cost criterion, while
in the peripheral zone it is the GRO system (cooking butter sales by grocery stores and supermarkets). No one system is dominant in all
zones by this criterion.
Table 14 shows the ranking, on the basis of the least-cost criterion, of the systems serving the high income consumers in the different
zones of the city.
Table 14. Least-cost performance of the alternative butter marketing systems used by high income households  in Addis Ababa.
Alternative marketing
system
Ranking in different city zones
ICZ MCZ PCZ
MER 2 3 3
OMK n/e 2 5
GRO n/e 6 n/a*
IAP 1 4= 4
XAP n/e n/e n/e
ITR n/e 4= 1=
KEB n/e n/e n/e
KIO n/e 1 1=
Notes: (1) n/e implies that the system is not used in the
particular zone by the given class.
(2) n/a* implies that the system is used but the price was
not obtained.
Source: Rank derived (in the declining order of merit) from
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Table 12.
The results given in Table 14 indicate that only two marketing systems are used by high income consumers in the inner city zone, and of
these systems, IAP (sales by intra-urban producers) is preferable, by the least-cost criterion, to the MER system (sales by traders at
Mercato). High income consumers in the middle city zone, and also in the peripheral zone, patronise a large number of marketing systems.
In the middle city zone, the KIO system (sales primarily by small private shops and kiosks) is best; in the peripheral zone, KIO and ITR
(itinerant traders) are preferable to the other three systems used.
A comparison of the relative efficiency of the different marketing systems is obviously difficult because some systems are not in use in
different zones by the same class of consumers. For instance, only the MER system is in use by low-income consumers and MER and IAR
by the high-income consumers in all the three zones of the city. No general pattern of system preference across the zones on the basis of
their mean price levels comes out of the analysis. It appears that different types of marketing systems are suitable for different sets of
circumstances, such as income group and location of household in relation to outlet points. Since the Mercato outlets are dominant in
terms of market share (see Figure 2 and Table 10), the relative ranking of the other systems is not important, since they handle only small
amounts of butter.
The level of consumer prices associated with sales volume is only one of the general performance criteria. Price differences may arise
purely because there are some differences in the services offered to consumers. Hence the overall evaluation of relative market efficiency
should include the services element.
Such an evaluation can be made on the assumption that services rendered arise in response to consumer demand and that consumers are
free to allocate their custom to whichever marketing system best serves their demands (i.e. those needs for which they are prepared to
pay). Thus, the pattern of the actual choices may reflect the responsiveness of the marketing systems to those needs. A popularity
criterion can, therefore, be established and an index drawn up using the data shown in Table 15.
Table 15. Relative consumer share of alternative butter marketing systems by zone and income class
 in Addis Ababa (a popularity index).
Zone and income
classes
% of households using indicated system
 MER OMK GRO IAP XAP ITR KEB KIO Total
Sample size
n*
Inner city
LIG 100.0 n/e n/e n/e n/e n/e n/e n/e 100.0 3
HIG 70.6 n/e 23.5 n/e n/e n/e n/e 5.9 100.0 17
Middle city zone
LIG 40.0 40.0 n/e n/e n/e n/e n/e 20.0 100.0 27
HIG 63.3 16.7 13.3 n/e n/e n/e n/e 3.3 100.0 30
Peripheral city zone
LIG 71.4 28.6 n/e n/e n/e n/e n/e n/e 100.0 7
HIG 76.5 17.6 n/e n/e n/e n/e n/e 5.9 100.0 17
Note: 
(i) n* = Number of households who had bought butter in the previous week. Note that this able is derived from
the initial survey; and the n* of this Table can, therefore, be different from the n* of Table 12, which is based
on the subsequent survey. Total sample interviewed was 482, of whom LIG were 151.
(ii) n/e implies that the system is not frequently used in the particular zone by the particular class of
consumers.
(iii) The different marketing systems are as defined in paragraph 5.1.1.
Source: Initial survey data Authors' work 1984/85.
The results presented in Table 15 generally indicate that the system MER, i.e. Mercato sales, is dominant as the most popular source in all
zones and classes, followed by OMK, i.e. other market sales. Table 16 gives a comparative performance evaluation based on least cost (LC)
and popularity (POP) criteria.
Table 16. Ranking comparisons for the butter marketing systems in Addis Ababa according to least-cost and popularity criteria.
Rank by criterion, zone and income class
ICZ MCZ PCZ
HIG LIG HIG LIG HIG  
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Alternative
marketing system LC POP LC POP LC POP LC POP LC POP LC POP
MER 1 1 2 1 2 1 3 1 3 1 3 1
OMK n/e n/e n/e n/e 3 1 2 2 2 2 25 2
GRO n/e n/e n/e 2 n/e n/e 6 3 n/e n/e n/e n/e
IAP n/e n/e 1 n/e 3 n/e 4 n/e 4 n/e 4 n/e
XAP n/e n/e n/e n/e n/e n/e 4 1 n/e n/e n/e n/e
ITR n/e n/e n/e n/e 1 n/e 4 n/e n/e n/e 1 n/e
KEB n/e n/e n/e n/e n/e n/e n/e n/e n/e n/e n/ n/e
KIO n/e n/e n/e 3 n/e 3 1 4 n/e n/e 1 3
Note: The numbers in each column indicate the particular marketing system's rank-order in terms of the specified
criterion, income class and zone.
n/e implies that the system is not used in the particular zone by the given class.
LIG Low income group. 
HIG High income group.
LC Least-cost (Lowest mean price) criterion.
POP Popularity criterion, i.e. relative share in terms of % of customers usually using this source
Source: Tables 12–15 data: Authors' work, 1984/85.
Table 16 results indicate that the performance of a particular marketing system will depend on the type of criterion used in its evaluation.
The rankings of the alternative marketing systems for cooking butter in terms of the two partial efficiency criteria, namely the least-cost
(lowest mean price) criterion, for which the evidence was presented in Tables 12–14 and the popularity criterion whose evidence is
presented in Table 15, confirm that even though the MER (Mercato Traders) is universally the most popular system, it is usually not,
however, the cheapest. Nevertheless, there is very little consistent pattern in cheapness, and it is not surprising that cheapness does not
coincide with popularity. Amongst the main reasons cited for using one source rather than another, as shown in Table 11, price
considerations occupy a very modest position, with consumers paying far more attention to issues of regularity of supply, convenience
(accessibility) and availability. This lack of concern about price needs to be considered in the context of the rather narrow spread of prices
revealed by the survey. Had the spread of prices been wider, it is probable that consumers would have been more interested in the price
criterion relative to others. The fact that butter can be purchased and stored for a considerable period means that it can be purchased in
bulk. Consumers are not reluctant to go occasionally to the Mercato for supplies, and a substantial part of Mercato's comparative
advantage probably lies in the fact that consumers can go from trader to trader there, checking on quality and price, with confidence that
they will always find as much as they need. This is not the case with the alternative sources.
 
  
IV. Summary and policy implications
file:///C|/Users/dhmichael/Desktop/fulldoc_html/WP19/x5475e05.htm[5/20/2016 11:27:26 AM]
  
IV.    Summary and policy implications
4.1. Introduction
The dairy subsector in Sub-Saharan Africa has performed badly over the last two to three
decades. Demand for dairy products has increased, but per caput milk production has fallen.
The consequence has been a rapid rise in imports of dairy commodities, either on commercial
terms or as food aid. Dependence on food aid is not a sensible economic strategy. Most
countries in sub-Saharan Africa suffer acute shortages of foreign exchange and can not afford
to spend the little foreign exchange that they have on importation of agricultural commodities
which they could produce themselves. Increased emphasis on domestic dairy production is
thus necessary.
Increased domestic dairy production requires adequate market outlets to handle the increased
output, to provide the right incentives to producers and market intermediaries, and to provide
the right kind of signals to encourage the production of those commodities and services that
consumers want at prices they can afford. An appropriate marketing system is an essential
accompaniment of increased domestic dairy production.
There is no single type of dairy marketing system that is unique. Alternative marketing
systems can (and do) differ in the services offered, in the size and ownership (e.g.
government, cooperative or private) of the organisations that constitute them, and in their
degree of vertical integration. Different types of marketing systems almost certainly differ in
their effectiveness in serving different policy goals and in different circumstances. However, in
sub-Saharan Africa very few studies analysed experiences with different dairy marketing
systems, particularly with reference to marketing efficiency.
Efficiency of alternative dairy marketing systems is an important policy issue in livestock
development. Appropriate systems should be developed to accompany dairy development
projects under different sets of circumstances. This report presents the results and policy
implications of the study of the relative efficiency of alternative dairy marketing systems in
Addis Ababa, Ethiopia. This study has identified the major alternative marketing systems for
fresh liquid milk and butter that are available to consuming households in Addis Ababa and
examined the use made of these systems by different income classes in different zones of the
city. The study has also examined the reasons cited by consumers for their decision to use
particular marketing systems. The performance of the alternative marketing systems is
evaluated in terms of four major partial efficiency criteria when objective measurements of
performance are available, i.e. price levels, butterfat content, total solids and reliability of
supply. Convenience of a particular source when collecting milk appeared to be the most
important reason for choosing one marketing system rather than another. However, it was not
possible to measure performance objectively in terms of the "consumers convenience"
criterion. Therefore, "consumers convenience" does not form part of the efficiency criteria used
in the study, except by looking at it from the "systems popularity" point of view. A summary of
the major findings and their policy implications are presented hereafter.
4.2. The survey of acquisition and consumption patterns for dairy
products
The households survey covered a random sample of 3,888 households, each of which was
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visited and interviewed only once, in the exploratory survey, to ascertain its monthly cash
income, its consumption patterns for dairy products (especially for fresh milk), and whether
such products were supplied by its own production, by purchase, or as gifts. A sub-sample of
482 households was then selected and each was visited and interviewed again once (initial
survey), and then daily for seven days to elicit greater detail on the general patterns of
purchases and consumption of dairy products (subsequent survey). Individual households in
the sub-sample were randomly selected from amongst those with a high probability of being
milk purchasers, as determined through discriminant analysis of the results of the exploratory
survey.
The exploratory survey indicated that over 80% of all households fall within the "low income
group", each having an average monthly cash income of less than 250 Ethiopian birr per
month. Over 70% of all households were found to acquire either no milk at all, or to do so very
seldom. Of the consumers, nearly 90% buy their dairy products, while most of the rest keep
their own cows. Gifts of dairy products from relatives, friends or employers are insignificant.
Similarly, purchases of milk in powder, condensed, or evaporated form are negligible. The
Annex Tables A.1 – A.10 give a summary of the details of the results of the exploratory survey
and the initial survey.
An initial survey of butter trading indicated that, of the three types marketed, the acquisition of
table butter was not widespread, with only 18 out of the 482 sample households reporting
positively. About 2.5% of the households' outlay on butter was found to be spent on cosmetic
butter? but the term "cosmetic" is descriptive rather than substantive in that most households
bought cooking butter and then converted it for use for cosmetic purposes. Cooking butter,
however, was bought by 115 households out of the sample of 482 during the week prior to the
interview day during the subsequent survey. Thus the present study necessarily discusses the
acquisition and purchase patterns of cooking butter. As with fresh milk, most butter is bought.
About 98% of acquisition occasions were through purchase, and only 2% involved situations
where households processed it either from own-produced or purchased raw milk or received it
as gifts.
The study found that other dairy products are also consumed in Addis Ababa, notably: hard
cheese and Ayib (cottage cheese), yoghurt and Ergo (a sour milk which is the Ethiopian
equivalent of yoghurt). It was not possible to separate yoghurt and Ergo as distinct products in
the survey, since the Ethiopians treat Ergo as if it is the same product as yoghurt.
About 92% of the households who consume cheese/Ayib buy it, while 3% receive it as gifts
and the rest process it from either own-produced or purchased raw milk. The acquisition
patterns for yoghurt/Ergo are strikingly different from those for fresh milk and butter, with the
majority of the households (i.e. 52%) processing it from purchased raw milk and 8%
processing it from their own-produced raw milk. Only 35% of the acquisition occasions are
purchases, while 5% are gifts.
4.3. The efficiency of the alternative dairy marketing systems
A major objective of the survey was to identify alternative marketing systems for dairy
products in Addis Ababa, to quantify the amounts of the different products flowing through
them and to evaluate their efficiency. Such marketing systems are here defined on the basis
of the chains linking producers to consumers, and identified in terms of the final retail outlets
from which the households purchase their supplies. Identification and analysis of the
alternative marketing systems was only carried out for the liquid milk and butter trades, as far
fewer households were found to purchase and consume the other dairy products in any
significant amounts.
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Milk marketing systems
Five major marketing systems for fresh milk were identified:
i. DPR: sales of liquid milk by the actual producers.
ii. KEB: sales by Kebele shops and other DDE-designated sales outlets.
iii. ITR: sales by itinerant traders.
iv. KIO: sales by small private shops and kiosks.
v. GRO: sales by grocer stores and supermarkets.
All transactions were found to be direct sales, implying that the relevant outlet was dealing
directly with the purchasing household or its agent. Three subsystems make up the
Producers–Consumer chain (i.e. the DPR system), depending on where the producers' cows
are kept, which may be local to the consumer, elsewhere within the city, or outside Addis
Ababa. This latter source was found to be relatively insignificant, however, in terms of the
volume of milk sold through it and the number of households using the sub-system. Direct
Producer-to-Consumer sales represent about 71% by volume of all the fresh milk sold, and it
is striking that the majority of the producers keep their cows within the city boundaries.
An examination of the main reasons which influence households to purchase milk frequently
from particular sources indicated that both higher and lower income group consumers
consider (i) convenience in collection (ii) regularity and reliability of milk supply and (iii) the
association of hygiene and cleanliness with particular sources to be the critical factors which
influence their choice. The level of milk prices was not ranked highly by any class of
consumers as a critical factor. A major objective of the government marketing policies in
Ethiopia is to provide wholesome fresh milk at reasonably low prices, particularly for lower
income families. The results of this study suggest, however, that this goal is only partially met,
for there are sources other than the official outlets (represented by the system KEB) in every
zone of the city which appear to be used more extensively and regularly (in terms of purchase
occasions) even by the small proportion of the low income group who consume milk at all.
This occurs despite the fact that the KEB outlets are one of the two cheapest sources of milk
in every city zone.
An important concern of the case study was to assess the relative merits of alternative
marketing systems. Because of both practical and theoretical difficulties, no attempt was made
to calculate a single all-embracing index of economic efficiency. Instead a number of partial
efficiency criteria were established. Systems were evaluated primarily in terms of the extent to
which they met certain consumer demands or priorities or why they were chosen as the
regular sources of household supply. The results formed the basis on which the relative
efficiency of the different marketing systems was assessed.
Based on the level of prices charged to consumers in relation to the quality of the milk sold,
the DPR system of Producer - Consumer sales was judged to be the most efficient, with the
S13 subsystem (i.e. sales by producers whose cows are kept outside Addis Ababa) recording
the best level of efficiency. Milk quality was judged on the basis of the interactive index
between butter-fat and solids-non-fat content. On the basis of the level of prices not adjusted
for quality, the S13 subsystem was again judged to be the most efficient, but this is a
marketing chain which is very little used (less than 1% of market volume). On the basis of
prices not adjusted for quality, the KEB system of sales outlets was the cheapest source of
purchased milk that is significantly patronised in all the three zones.
Another possible means of judging the relative efficiency of different marketing systems is by
their relative popularity, or market share, which is assumed to reflect accurately their relative
efficiency in responding to consumer demands. Accordingly, direct Producer - to Consumer
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sales (system DPR) are the most efficient, when market share is measured in volume terms
and when households are not classified by income group. It is also the most efficient for all
income classes, in all zones, except among low-income households in the inner city, where
the system KEB (Kebele shops/DDE sales outlets) is the most popular.
Butter marketing systems
The butter marketing systems were identified and defined as:
i. MER: direct sales of butter by traders in the Mercato;
ii. OMK: sales of butter by traders in markets other than the Mercato;
iii. GRO: sales of butter by grocery stores and supermarkets;
iv. IAP: sales of butter by producers who keep their cows within Addis Ababa;
v. XAP: sales of butter by producers who keep their cows outside Addis Ababa;
vi. ITR: sales of butter by itinerant traders;
vii. KEB: sales of butter by Kebele shops or other DDE-designated sales outlets;
viii. KIO: sales of butter by small private shops and kiosks.
About 87% of the cooking butter sold is handled through the Mercato, showing that the market
for cooking butter is highly centralised in space.
An evaluation of the main reasons which influence the choice of regular butter sources
highlighted the following factors:
i. regularity and reliability of supply;
ii. convenience, primarily in terms of the accessibility of the source, either from the domicile
or from a place where a household member goes on business;
iii. association of hygiene and cleanliness with the source.
Both lower and higher income groups purchase their cooking butter from the Mercato (system
MER) on a regular basis, irrespective of the zone of the city in which their households are
located. The Mercato is in the inner zone of the city and cannot be regarded as being
convenient to every consuming household. The choice of the Mercato as the source,
therefore, must primarily rest on the regularity and reliability of supply. Since butter can be
purchased in bulk and stored, the proximity of the butter retail source to the household
location is not as important as in the case of the milk retail source.
System MER handles over 85% of the total sales in any given week, so that only tentative
general evaluations and comments on the merits of the other systems can be made. There is
a high degree of regularity in the use of the Mercato by both the lower and the higher income
groups in all zones. Only 10% of the higher income households in the middle zone of the city
were found to have bought butter from sources other than the usual source. Further, only
minor variations in mean consumer price levels were observed across the zones of the city,
where alternative marketing systems for cooking butter were in use by different income
classes of consumers.
The lower income consumers in Addis Ababa were found to be using the following butter
marketing systems:
system MER in the inner zone of the city;
systems MER, OMK, IAP and ITR in the middle zone of the city;
systems MER, OMK, IAP and XAP in the peripheral zone
For the lower income consumers in the ICZ, only the MER system is used and so no
comparison of prices with different marketing systems is feasible. The system ITR, however, is
the cheapest source for the low income group in the MCZ, with the MER system, the dominant
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system, being second. In the PCZ, the system XAP is the cheapest source, with the system
OMK being second and the MER being third. It appears that the Mercato is always more
costly in comparison with the other systems present in a given zone of the city, but there is no
quality standard for butter, so that quality-adjusted comparison is difficult.
For the higher income consumers, the following systems were found to be in use:
systems MER and IAP in the inner zone of the city;
all systems, except XAP and KEB in the middle zone;
all systems, except GRO, XAP and KEB, in the peripheral zone.
On the basis of mean consumer price levels: (i) the system IAP is the cheapest source of
butter in the ICZ; (ii) the system KIO is the cheapest source in the MCZ, followed by the
system OMK; (iii) the systems KIO and ITR are the cheapest sources of butter in the PCZ.
Hence the dominant MER system does not appear to be the cheapest source of butter in any
zone of the city.
The difference between the prices being charged in the different systems are relatively small
and, either for this reason or, perhaps, independently of it, price level did not rank very highly
among the reasons cited by consumers for choosing to use one marketing system rather than
another. In terms of "popularity" (i.e. as judged from the market share), the MER system is
overwhelmingly the most popular in all zones and for both income classes, accounting for
87% of supply.
4.4. Implications for government policy
An important concern of the study was to assess the relative merits of alternative dairy
marketing systems. As noted, no attempt was made to calculate a single all-embracing index
of economic efficiency as a measure of such merits, because of both practical and theoretical
difficulties. Instead, a number of partial efficiency criteria were established as discussed.
Evaluations based on these partial efficiency criteria formed the basis from which the relative
efficiency of the different dairy marketing systems in Addis Ababa is assessed.
The analysis has been consumer-oriented, evaluating different marketing systems in terms of
specific criteria of interest to different classes of consumers, e.g. least cost and reliability. The
results of the study, however, have implications for government policy, and there may be
interesting conclusions to be drawn from them by several governments in sub-Saharan Africa.
An important observation from this study is that the Addis Ababa households did not rank
prices highly as one of the main factors which influence their choice of the marketing system
from which to purchase their dairy products. This factor suggests that Addis Ababa consumers
do not consider dairy price levels as being high, despite the large variation of prices between
different sources of dairy products. This further suggests that Addis Ababa consumers could
still absorb some increases in consumer prices of dairy products without choking off their
demand. This factor has important policy implications.
The Ethiopian government's policy objectives for dairy development or marketing systems in
Ethiopia are not explicitly stated in any single document, but the main ones may be deduced
from various statements in government documents as being:
i. Increased domestic milk output, in order to improve the farmers' incomes and to reduce
the parastatal DDE's reliance on imported raw materials. These imports were being
provided substantially on concessional terms at the time of the survey (1985), but this
situation may not last.
ii. Increased consumption of nutritive milk products by the lower income rural and urban
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groups.
iii. Attainment of a reasonable level of hygiene for the dairy products that are consumed.
Within those sections of the different marketing systems which have been covered by this
study, the potential instruments available for pursuing these objectives are as follows:
i. To alter, by administrative act, the price at which milk processed by the parastatal DDE
is sold through government-controlled retail outlets. At present, this milk amounts to
about 15–18%1 of the total volume sold from all sources to consuming households in
Addis Ababa, and it is bought by about 22–24% of both low and high income milk
purchasers.
ii. To regulate, by legislation, the price at which other outlets sell to consumers.
iii. To compel, by legislation, all producers, and in particular the intra-urban producers, to
sell their milk to the DDE for processing and resale. Intra-urban producers account for
70% of the milk purchased by households in Addis Ababa and are the usual source of
milk for about 40% of low income consumers and 50% of high income consumers.
iv. To widen the range of dairy products sold through the government-controlled (i.e.
official) outlets, e.g. Kebele shops. Cooking butter, although the sampling procedures
used do not permit an accurate estimate, accounts for approximately 80% of the total
volume of milk equivalent that finds its way in one form or another (butter, cheese, etc.)
to consuming households in Addis Ababa.2
1. Sales through Kebele shops and other outlets directly controlled by
the DDE amount to 15% of the volume of milk sold to consuming
households. In addition, some groceries and supermarkets are government
owned. All grocers and supermarkets together account for 3% of milk sales to
consumers
2. This is based on the premises that follow. The total sample of 482
households covered in the initial and subsequent surveys purchased 1241
litres of milk and 242 kilograms of cooking butter during the course of
the survey weeks; Ayib, cheese, yoghurt, Ergo and table butter
purchases are ignored. Approximately 23 litres of milk is needed to
make 1 kg of Ethiopian cooking butter. It should be noted that the
estimate is very rough because:
The sample was biased towards including those who mostly purchase milk. It is not
known whether the ratio between milk and butter consumption in this sample is the
same as in the population at large.
Whereas milk is necessarily consumed at about the same time as it is purchased, butter
can be stored over long periods; and it is not known whether the period of the survey
was one, on balance, of stocking up or destocking in respect of households' purchases
and consumption of butter.
There is a good case for rationalization of a more effective regulation of the dairy industry in
Ethiopia. The Addis Ababa milk catchment area, and Ethiopian in general, is not self-sufficient
in dairy products at current prices. The Ethiopia government's Dairy Development Enterprise
(DDE) often operates its main Addis Ababa dairy plant below capacity, and the plant often
utilises dairy recombination material (milk powder and butter-oil) to improve on capacity
utilization. Such dairy recombination material, in the recent past, has been procured as food
aid via the World Food Programme (WFP), and the proceeds from the sale of products made
from such recombination material are expected to be channelled into dairy development
projects in the country (see Mbogoh, 1984).
These factors and the results of this study suggest that there is some scope for a rise in the
IV. Summary and policy implications
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official price of milk at these government-controlled outlets without serious adverse
consequences. Such a price rise might not greatly affect the actual prices paid by customers
at these outlets since it might occur mainly at the expense of the unofficial "premium" of 10%–
25% paid at the official outlets. If the actual retail price, however, did rise, only a small
proportion of low-income households in Addis Ababa would probably suffer. There are
probably just over 200,000 households in Addis Ababa, of whom about 160,000 are "low-
income". Of these low-income households, only 22% (i.e. about 35,000) acquire milk at all, but
only 23% of these (i.e. about 8,000 families) do so from the official outlets, i.e. the Kebele
shops and DDE sales outlets. A 10 cents (14%) rise in the official retail price of milk per litre
would, on average, cost these families the equivalent of about Eth. birr 1 per month.
A rise in the official retail price to consuming households might have two consequences. It
would enable a bigger profit to be achieved from the sale of reconstituted milk made from the
raw materials acquired free through food aid, and such a profit might be reinvested in dairy
development. Secondly, it would enable higher prices to be paid to the milk producers around
Addis Ababa, giving them greater financial incentive to produce more milk. It is beyond the
scope of this study to predict whether the additional profits would be usefully invested or how
big an effect on milk output a 10 cent per litre rise in the producer price would have. Neither
the present total amount of food aid, nor the total present amount of milk collected by the DDE
from the producers, would justify an expectation of a very dramatic effect in absolute terms.
Both low and high income groups of consuming households were found to be using other retail
sources of milk considerably more frequently than they use the Kebele shops and other official
DDE sales outlets, even though the latter offer milk for sale at lower prices. This factor and the
reasons given for choice of source indicate that milk consumers are interested in things other
than just obtaining the lowest price. A government policy which took these other
considerations into account might best serve the interests of both low and high income
classes. Particular attention might best be directed at:
customer's convenience when collecting the product;
regularity and reliability of supply;
hygiene and clean premises from which milk and other dairy products are to be sold.
These appear to be the services most sought after by customers.
The results of this study have clearly demonstrated that no single organisational structure for
dairy marketing systems can be said to be unique in terms of economic performance. There is
need to evaluate local conditions and establish appropriate marketing systems to accompany
dairy development projects in different regions or countries. A mix of private and government
dairy marketing systems certainly appears to perform better than government marketing
systems alone. In any case, the private dairy marketing systems were judged to be superior to
government dairy marketing systems from the "consumer demand-responsiveness" criterion.
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Annexes
Table A.1 Percentage distribution of the sample households according to cash-income
classes in different zones of Addis Ababa
Household Monthly Cash Income
Group
% distribution of households in the different city zones
Inner zone
Middle
zone
Peripheral
zone
Addis
Ababa
LIG households 83.9 83.4 81.8 83.0
HIG households 16.1 16.6 18.2 17.0
Sample size 849 1718 1321 3888
LIG = Low Income Group (income < 250 Eth. Birr/month);
HIG = High Income Group (income ³ 250 Eth. Birr/month).
Source: Exploratory survey: authors' work, 1984/85.
Table A.2 Percentage distribution of the sample households according to cash-income
groups and milk consumption status in different zones of Addis Ababa
Household Milk Consumption
Status
% distribution of households by city zones and income groups
Inner zone Middle zone Peripheral zone
LIG HIG LIG HIG LIG HIG
Consumers 22.6 49.6 20.3 52.3 24.1 69.6
Non-consumers 77.4 50.4 79.7 47.7 75.9 30.4
Sample size 712 137 1433 285 1081 240
Source: Exploratory survey: authors' work, 1984/85.
Table A.3 Percentage distribution of the sample households who do not consume milk
according to cash-income groups in different zones of Addis Ababa
Monthly cash income group of milk
non-consumers
% distribution of milk nonconsumers in different zones of the city
Inner zone Middle zone Peripheral zone
LIG households 88.9 89.4 91.8
HIG households 11.1 10.6 8.2
Sample size 620 1278 893
Source: Exploratory survey: authors' work, 1984/85.
Table A.4 Percentage distribution of the milk consuming sample households
according to the origin of milk and cash-income group in different zones of Addis
Ababa
% distribution of milk consumers of given income groups in different
city zones
Inner zone Middle zone Peripheral zone
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Origin of milk LIG HIG LIG HIG LIG HIG
Own
production
3.7 1.5 6.5 3.4 13.0 9.0
Purchase 87.6 97.0 87.6 95.3 73.6 90.4
Gift 8.7 1.5 5.9 1.3 13.4 0.6
Total 100.0 100.0 100.0 100.0 100.0 100.0
Sample size 161 68 291 149 261 167
Source: Exploratory survey: authors' work, 1984/85.
Table A.5 Percentage distribution of the sample households who produce their own
milk according to cash-income group in different zones of Addis Ababa
Household income group of milk
producer-consumers
% distribution of households in different city zones of
Addis Ababa
Inner zone Middle zone Peripheral zone
LIG households 85.7 79.2 66.7
HIG households 14.3 20.8 33.6
Sample size 7 24 49
Source: Exploratory survey: authors' work, 1984/85.
Table A.6 Percentage distribution of the milk purchasing sample households
according to cash-income group in different zones of Addis Ababa
Income group of milk
purchasers
% distribution of milk purchasers in different city
zones of Addis Ababa
Inner zone Middle zone Peripheral zone
LIG household 68.1 64.1 55.7
HIG household 31.9 35.9 44.3
Sample size 207 396 343
Source: Exploratory survey: authors' work, 1984/85.
Table A.7 Percentage distribution of the sample households who acquire milk through
gifts according to cash-income group in different zones of Addis Ababa
Income group of households receiving
milk as gifts
% distribution of households getting milk gifts in different city
zones of Addis Ababa
Inner zone Middle zone Peripheral zone
LIG households 93.3 89.5 97.3
HIG households 6.7 10.5 2.7
Sample size 15 19 37
Source: Exploratory survey: authors' work, 1984/85.
Table A.8 Ranking of the importance of the different reasons cited by the sample
households for usually purchasing milk from particular locations in different zones of
Addis Ababa. (Ranking is on a scale of 1 to 6 in the decreasing order of importance)
Reason for usually purchasing milk
from particular location
Ranking of reasons by city zones
Inner zone Middle Peripheral Addis Ababa
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(i) convenience (mainly accessibility) 1 1 1 1
ii) availability of product when needed 2 2 2 2
iii) regularity of supply 6 4 5 4
iv) product freshness 4 6 4 6
v) level of prices 3 5 6 4
vi) other reasons 5 3 2 3
Sample size 87 172 109 368
Ranks for Addis Ababa are derived as the weighted averages for the three zones of the city.
Source: Initial survey: authors' work, 1984/85.
Table A.9 Relative importance of the different locations from where milk is purchased
in terms of the frequency of use of these locations by the sample households of
different income classes in Addis Ababa
Location
% frequency of use
LIG HIG
i) Within homesteads 9.2 16.1
ii) Away from homesteads but within same Kebeles as the homesteads 63.3 62.3
iii) Away from homesteads within Addis Ababa but outside Kebeles of the
households
26.7 21.6
iv) Outside Addis Ababa 0.3 0.0
TOTAL 100.0 100.0
Sample size 120 324
Source: Subsequent survey: authors' work, 1984/85.
Table A.10 Ranking of the importance of the different reasons cited for usually
purchasing milk from particular sources by the sample households in different zones
of Addis Ababa. (Ranking is on a scale of 1 to 11 in decreasing order of importance)
Reasons for usually using particular sources when
purchasing milk
Ranking of reasons by city zones
Inner zone Middle zone
Peripheral
zone Addis Ababa
i) convenience when collecting 1 1 2 1
ii) hygiene and cleanliness 5 2 1 2
iii) level of prices 4 5 4 5
iv) only source having milk when needed 3 4 3 3
v) regularity of supply 2 3 6 4
vi) freshness of milk 6 7 5 6
vii) taste of milk 8 8 10 8
viii) butterfat content of milk 10 11 9 11
ix) packaging 11 9 11 10
x) home delivery service 9 6 8 7
xi) other reasons 7 9 7 8
Sample size 88 171 114 373
* Ranks for Addis Ababa are derived as the weighted averages for the three zones of the city.
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Source: Initial survey: authors' work, 1984/85.
 
 
